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Abt Associates Inc Evaluation of the PAPI Project

Executive summary

Background

On September 29, 1990, USAID/Peru and the Government of Peru (GOP) signed a Project Grant Agree-
ment for the Policy Analysis, Planning and Implementation Project (PAPI) The Agreement provided for
up to $7 15 mutlion for a range of actvities to support economic policy reform in the country, with a
Project Assistance Completion Date (PACD) of March 30, 1995

The General Secretariat of the Presidency of the Republic (Secretaria General de la Presidencia de la
Repuiblica, SGPR) was designated as the lead implementing agency, responsible for receving, reviewing,
prioruzing and assisting in carrying out requests for technical studies/assistance and traming from GOP
agencies concerned with the design and implementation of policy reform _The Project Grant Agreement
also provided for a Technical Unit (TU) established and financed under the project to support the
SGPR 1 carrymng out 1ts project-related functions The principal counterpart on the private sector side
was the National Confederation of Private Business Institutions (CONFIEP) Under a long-term contract,
an Instrtutional Contractor (IC) was responsible for responding to requests for assistance by planning
and organizing project actvities, contracting specialized technical and traming personnel, and adminis-
tering project resources

The project started officially m March 1991, with mitial activites managed directly by USAID/Peru and
the SGPR’s Techmical Unit USAID/Peru awarded the contract for the Institutional Contractor activity m
March 1992 In response to the pohitical events of April 5, 1992 (the closing down of Congress), USAID
suspended project implementation until December 1992, the IC s Chuef of Party finally arrived in Sep-
tember 1993 Implementation of the full range of project actvities did not start until late 1993 In July
1993, USAID 1ssued a Project Implementation Letter (PIL #8) which shifted most of the technical re-
sponsibility to the TU, leaving the IC 1n effect with only adminustrative and procurement duties The con-
tract with the IC, however, was not changed to reflect these changes

A mud-course maagement review of the PAPI project in August 1994 recommended refocusing the proj-
ect on new policy priorities and streamliming 1ts adnunustrative procedures Amendment No 5 to the
Project Grant Agreement, signed m March 1995, reflected some of these recommendations, but primar-
ily confirmed and expanded the changes outlined mPIL #8 The contract with the IC was modified to
strengthen its capabilites in admunistration, procurement and budgetary oversight The IC continued to
provide both technical guidance and admmistrative support to the private sector counterpart, CONFIEP

Evaluation mandate and approach

As the PAPI project draws to a close, the task at hand 1s to assess the performance of the project
terms of contributions to the Government of Peru and the private sector mn therr efforts to develop
sound economuc policies and m terms of the efficiency of the project s structure and management
More specifically, the evaluation of PAPI was to assess (a) the performance and impact of PAPI project
acuvities, particularly technical assistance, in achueving project objectives (impact on economic policy
reform), (b) progress achieved by the project in developing the capability to carry out its intended
functions, (c) the appropriateness of the basic project design, and (d) lessons learned from this proj-
ect

The evaluation team comprised two members, a development economust and an msttutional develop-
ment specialist, who spent about 15 days in Lima for data collecuion, analysis and draftng of a work
plan and of the evaluation report Given the ught time frame for the evaluation, the approach consisted
of a combmation of interviews with key informants and review of documentation The team also used
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special tabulations of characteristics of PAPI-supported activities from the Institutional Contractor, and
carried out some limited analysts of the available data The team worked with USAID/Peru n identfying
the appropriate key informants, Mission staff set up the actual interviews

Conclusions Performance and impact

Concluston #1 The project has contributed appreciably to the design and implementation of pohicy
reform

Conclusion #2 The project has enabled GOP entities to address 1ssues and needs that were difficult to
deal with under other funding velucles, and has offered a flexible and quick-response mechanism for
responding to these needs that 1s rare m the panoply of support options

Concluston #3 The project has contributed to the emergence of a private sector advocacy role, but has
falled m establishing a satisfactory dialogue between 1ts own private and public sector actvities

Conclusion #4 On the whole, project activities have been technically sound

Conclusion #5 Project actvitzies have not been sufficiently mtegrated mto the overall pursuit of policy
prionities within the USAID Mission

Conclusion #6 The PAPI project’s achuevements m terms of 1ts EOPS criteria (outlined m Amendment
No 5 to the Project Grant Agreement) have been uneven

Conclusions Project management and implementation
Conclusion # 7 The project has mvolved a broad range of GOP entities

Conclusion #8 The project structure 1s complex, even after the attempts at streamlmmg under Amend-
ment No 5, and 1s confusing for the executing agencies

Conclusion # 9 The structure of project implementation has impawred USAID s participation m pohicy
dialogue

Conclusion # 10 Poor communication between members of the PAPI team has reduced the efficacy of
the project and has resulted in poor morale USAID contributed to the confusion by issuing a Project
Implementation Letter that entailed a major realignment of responsibilities without modifying the tech
mical assistance contract accordingly As a result, for almost two years two project entiies — the TU and
the IC — could pomt to 2 mandate from USAID for having the lead responsibility on techmical ssues

Conclusion # 11 The management of project funds as a sermannual * sweepstakes™ or competition has
severely impaired the abulity to use project support m a programmatic fashion (for example, combming
research, traning, consensus building and dissemination) The result has been a collection of a farrly
large number of (mostly) useful activities, but a coherent thrust that would optimize policy impact has
been lacking

Conclusion # 12 There 1s no clear strategic framework or specific criteria used for the selection of ac
tivities to be funded within the context of the GOP s overall development policv priorines
Lessons learned

Lesson #1 A project providing a flexible quick-response mechamsm to allow government agencies (o
address criucal 1ssues as they arise m the process of articulating and implementing policv reforms is a
valuable element of overall development assistance

Lesson #2 Properly used, such a project can advance USAID/Peru s policy reform agenda by address-
ing prioritzes within selected Strategic Objectives, and complementing policy work wathun Strategic Ob-
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jectives by focusing on cross-cutting themes and areas of common priorities If the necessary process of
review and guidance across various Strategic Objectives 1s too cumbersome and meffective, given time
and resource constramts within the SO Teams for such functions, a focus on a single Strategic Objective
1s essential

Lesson #3 This type of project places a premium on strategic management procedures to ensure a
common understanding of priorities and procedures among all participants Since policy priorities
change over ame, especially in a per1od of rapid transition, such a project needs a built-in capability to
review specific objectives and areas of concentration, and revise them as necessary on a contmumg ba-
sis Without this capability for strategic management, objectives once appropriate may no longer apply,
allowing for a softening of the project focus, and the possible inclusion of actuvities that may be vahu-
able, but do not reflect current policy priorities

Lesson #4 To realize the potential of such a project as a vehicle for strengthening its policy dialogue
with the GOP and advancing 1ts policy agenda, USAID/Peru needs to mamtam direct control over what-
ever structure 1S used to set and monutor substantive direction for the project, and to ensure adequate
human resources for both technical and admimstrative tasks A “hands-off” approach entails the rsk of
spending assistance resources on actmities that relate margnally to the Mission strategy Relying primar-
ily on USAID-funded counterparts for strategic leadership complicates matters, because that group 1s
nesther fully part of the GOP structure, nor subject to USAID oversight The project management struc-
ture that has emerged under the PAPI project has proved meffective for promotng USAID/Peru-GOP pol-
icy dialogue

Lesson #5 If a ‘ ronda” system is used in this type of project (that 1s, selection of activities from re-
quests after solicitation), proactive outreach 1s required to encourage submussions that reflect pohicy
priorities, and to make certam that potential apphcants have a clear understanding of these priorities
and the associated selection criteria

Lesson #6 Even m a ronda system, a mecharusm should be put m place to allow for more program-
matic support (follow-up or the combmation of research, trainmg, consensus-building and dissemna-
ton) 1n appropriate situations

Lesson #7 Technical guidance and monitoring as well as admustrative guidance should be straight-
forward and simple, thus reducing costs and confusion and facilitatng better nternal communications
and closer monztoring by USAID/Peru

Lesson #8 In the Peruvian context, funding public and private sector actviies under one Project
Grant Agreement, but separating the entiies supervising the actvities, has the potential of creating fric
uon and hampering rather than promoung constructive policy dialogue between the two partners That
may be less of an 1ssue if both techmcal direction and administration are more closely controlled by
USAID/Peru 1tself
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AFPs
BCR
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CIAEF
CONASEV
CONFIEP

DEG
DCU
EOPS
GOP
IC
IMF
INP
IR
MEF
PACD
PAP1
PIL
SGPR

SMEs
SO
SUNAD
SUNAT
TU
UNDP
USAID

Glossary

Pension Fund Adminsstrators

Central Reserve Bank (BCR)

Boston Institute of Developmng Economies

Inter-mmsterial Commuttee for Economic and Fmancial Affairs
Stock exchange supervisory Commission

National Confederation of Private Busimess Institutions (Confederacion
Nacional de Instituciones y Empresas Privadas)

Developing Economues Group
Donor Coordinating Unit
End-of-Project Status (EOPS)
Government of Peru

Institutional Contractor
International Monetary Fund
National Planning Institute

(USAID) Intermediate Results
Mimstry of Economy and Finance
Project Assistance Completion Date
Policy Analysis, Planning and Implementaton {project]
Project Implementation Letter

General Secretariat of the Presidency of the Republic (Secretara Gen-
eral de la Presidencia de la Repriblica), also referred to as SEP in
early project documents

small and medum-sized enterprises

(USAID) Strategic Objective

Superintendencia Nacional de Administracuon de Aduanas
Superintendencia Nacional de Administracion Tributaria
Technical Unit

United Nations Development Program

US Agency for International Development, sometimes also referred to
asAlID
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1.0 Introduction

11 Background

On September 29, 1990, USAID/Peru and the Government of Peru (GOP) signed a Project Grant Agree-
ment for the Policy Analysis, Planning and Implementation Project (PAPI) The Agreement provided for
up to $7 15 mulhon for a range of activiies to support economic policy reform in the country, with a
Project Assistance Completion Date (PACD) of March 30, 1995

The design of the project focused on responding to requests from a broad range of government agen-
cies, as well as the private sector, for assistance m various actviues related to economuc policy formula-
tion and implementation Eligible activities comprised primarily studies, traming, and dissemination
efforts, and hoited mstitutional capacity building On the public sector side, the project Agreement
identfied the Mimistry of Economy and Finance (MEF), the National Planning Institute (INP), the Cen-
tral Reserve Bank (BCR), and the General Secretariat of the Presidency of the Repubhic (Secretaria Gen-
eral de la Presidencia de la Repiiblica, SGPR)' as primary counterparts An Inter-mmisterial Committee
for Economic and Financial Affairs (CIAEF) was to serve as the project’s “Board of Directors ™ The
CIAEF had the responsibility for project planning, establishing priorities, and approving annual and
quarterly plans The SGPR was designated as the lead implementing agency, responsible for recemving,
reviewing, priortizing and assisting m the implementation of requests for techmcal studies/assistance
and training, and for “assuring the quality standards of all project-related assistance " The Project Grant
Agreement also provided for a Techmcal Unit (TU) established and financed under the project to sup-
port the SGPR m carrymng out its project-related functions The principal counterpart on the private sec-
tor side was the National Confederation of Private Busmess Institutions (CONFIEP)

The Project Grant Agreement provided for a long-term contract with a private firm, the Insututional Con-
tractor (IC), responsible for responding to requests for assistance by planning and organizing project
activities, contracting specialized technical and tramning personnel, and administering project re-
sources The Project Grant Agreement also specified techmcal assistance/studies for supporting the es-
tablishment of a donor coordinating unit (DCU), charged wath the responsibility of coordinating other
donor actmity (such as the Inter-American Development Bank, the UNDP, and the World Bank)

12 A brief history of the PAPI project

The project started officially in March 1991, with imtial activities managed directly by USAID/Peru and
the SGPR’s Techmical Unut to avoid delays in project start-up while watting for the selection and arrival
of the Institutional Contractor Channeling project resources through a direct USAID/Peru implementa-
uon line 1tem, the project financed studies requested by the Minustry of Economy and Finance During
this period the PAPI project was the only source of funds available to help the GOP n the design and
implementation of its economic reform program aimed at macroeconomic stabithzatbon, which mcluded
its negotiation of a Rights Accumulation program with the International Monetary Fund (IMF) At that
time, arrears with the World Bank group made Peru meligible for recerving financing from those
sources

In March 1992, USAID/Peru awarded the contract for the Institutional Contractor activity to the Develop-
ing Economues Group (DFG), a joint venture of Development Alternatives, Inc and the Boston Institute

' The Project Grant Agreement actually uses the designauon Secretary of the Presidency (Secretana de la Presidencia SEP)
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of Developing Economies (BIDE) 2 Before the resident IC team members could move to Peru, however,
the pohucal events of April 5, 1992 (the closing down of Congress) led to a suspension of US govern-
ment-to-government assistance to the GOP, putting the IC component on hold

The PAPI project did continue support to private sector mitiatives through CONFIEP, using remaming
funds m the direct USAID/Peru implementation hne 1tem The project also supported limited tramnmg to
support the GOP s privatization process and enhance the economic knowledge of members of Congress

In December 1992, USAID/Peru approved resumption of full implementation of the project, mcluding
the deployment of the IC The Deputy Chuef of Party of the IC started work, and some actvities pro-
ceeded, but security concerns delayed the clearance for permanent residence m Peru for the IC’s Chief
of Party He finally arrived in September 1993, three years after the Project Grant Agreement had been
signed The trainmg officer of the IC also started work m September 1993 Since the use of most of the
PAPI project funds was dependent on an approved work plan,’ as well as 1ts supervision, implementa-
tion of the full range of project actvities did not start untl late 1993 -

A mud-course evaluation of the PAPI project m August 1994 confirmed USAID/Peru s concerns about
overly compleX project implementation procedures, as well as about the imbalance between admmuistra-
tive costs and resources made available for project implementation The evaluation recommended refo-
cusing the project on new policy priorities and streamlining its admmustratve procedures, if the project
were to be extended In Amendment No 5 to the Project Grant Agreement, signed m March 1995,
USAID/Peru and the GOP agreed on an extension until March 31, 1997 4 and shifted most of the tech-
mcal responstbihty for project implementation on the public sector side to the Technical Unit, which
was brought back to its original strength by the addition of two economusts > hmiting the IC to adnunis-
trative support ° The Institutional Contractor continues to provide both technical gmdance and admm-
1strative support to the private sector counterpart, CONFIEP

13 The mandate for this evaluation

As the PAPI project draws to a close, the task at hand 1s to assess the performance of the project m
terms of contributions to the Government of Peru and the private sector 1n therr efforts to develop
sound economuc policies and in terms of the efficiency of the project s structure and management
More specifically, the evaluation of PAPI 1s to assess (a) the performance and impact of PAPI project
actvities, particularly technical assistance, i achieving project objectives (impact on economuc policy
reform), (b) progress achieved by the project 1n developing the capability to carry out its mtended
funcuons, (c) the appropnateness of the basic project design, and (d) lessons learned from this proj-
ect The evaluation wall cover overall project implementation from mception, but will place special em

2 The contractor team also included Development Associates as 2 subcontractor wath the result that each of the three resident team
members was an emplovee of a different companv

? There are some different interpretatons about thus point. Lnder the terms of the Project Grant Agreement, the institutional con
tractor was responsible for administering project resources (other than those 1n the direct USAID/Peru implementaton line em) At
the same ume the CIAEF whuch had the responsibility for approving annual and quarterly plans had met only once in April 1993
and thus had not approved anv plans or projects after that date Project implementauon Letter No 8 { Julv 30 1993) removed the
requirement of CIAEF approval and made 1t possible 10 move forward on actiiies

4 Since then the PACD has been extended to June 30 1997 and 1s likely to be extended further to December 31 1997

* The Project Grant Agreement stpulated that the Techmical ('nut be staffed by a Chief Economist/Corrdinator and two expenenced
economsts That was the staffing from 1991 10 1993 1n 1995 USAID limited support to financing the TL ctuef Amendment No >
1n 1995 restored funding and allowed for the turing of two economists

® Most of the hey changes in Amendment No 5 had already been supulated in Project Implementation Letter No 8 1ssued July 30
1993 but the contract with the Insutuuonal Contractor had not been amended to reflect these changes untl 1995
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phasts on events that occurred after completion of the mid-course evaluation which was undertaken m
August 1994

The evaluation 1s to address the following items

A
1

[ Q]

Performance and impact

How does actual project performance compare to design plans for achieving the project pur-
pose of improving GOP economuc policy formulation? To what extent has the project accom-
plished 1ts stated purpose? Summarize project accomphishments to date Has the project ad-
dressed priority economic policy concerns of the GOP and the private sector? What has been the
project contribution to the achievement of USAID/Peru’s Strategic Objectives? The team should
clearly identify the external factors that influenced the project’s successes or failures

In regards to GOP mplementation of policy recommendations, have the project’s pohcy-related
studies been sufficiently focused and applied to achieve the project’s policy dialogue and re-
form goals? Have the training activiies carried out mn support of the public and private sector
had the proposed impact? How effective and opportune have been the implementation of policy
studies and traming actwities m relation to the GOP needs?

Review the impact, direct or indirect, of the technical assistance provided by PAPI to the GOP
and the private sector through

- the SGPR/Techmical Unit
- CONFIEP

Is the project’s evaluation and momtoring system linked to USAID/Peru’s Strategic Objectives
and Intermediate Results? Assess the appropriateness of the quantitative and qualitative method-
ologies used to measure the impact of the technical studies/assistance and training components
on local and national development, and on the achievement of USAID/Peru’s Strategic Objec-
tves? If not deemed appropnate, what alternative methodologies are recommended?

Now that other projects of USAID/Peru are supporting policy activities m health, environment,
etc , and other donors are supplymng financial resources to the GOP m far greater amounts than
the PAPI project 1s, what 1s PAPI’s competitive advantage relatve to these other interventions?

Management and implementation

What 15 the role of the project Implementing Units — SGPR and CONFIEP? Do they provide guid-
ance on project implementation and overall direction of the project and long-term strategic
planning?

Does the project s present orgamizational structure facilitate or hamper implementation of the
activities, 1 e , technical studies/assistance and tramning? Is the organizational structure effective?
If deemed meffecuve, how can the structure be enhanced?

Opne on how effective has the cooperation been between the IC and the TU, in working among
themselves, and with the SGPR, CONFIEP and USAID/Peru, as well as the Mmistries, other GOP
sectoral partcipants, and CONFIEP-affiliated associations?

Are project financed human resource levels adequate for project management and implementa-
uon? Are project staffing levels sufficient for achieving project objectves? Is the chamn of com-
mand appropnate? If not, what actions can be taken to enhance

USAID/Peru project management/coordination?
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The haison of the Technical Office with GOP sectors?
- IC implementation of project actvities?

5 Review the procedures employed under the PAPI project to prioriuze technical stud-
1es/assistance and traming proposals Have they resulted in studies and traming that address
priority economic policy concerns of the GOP and the private sector?

6 Assess the effectiveness of project implementation procedures regarding
e submussion of actvity proposals,
e length of the review process and selection of proposals to be implemented,
e preparation of terms of reference for policy studies and tramning requests
- mitial preparation by individual public sectors
- later refinement by project staff,
* ; convocation for competition,
e budget negotiation and assignment per activity,
e  selection of consultants and traming providers,
. terms of the conditions stated in the consultants’ contracts,
e  completion of consultant reports or training programs, and
e GOP implementation of policy actions based on study findings and recommendations

C Lessons learned

Lessons learned should be clearly stated These should (a) mnclude 2 discussion of the design, tech-
nuques or approaches employed in carrying out the PAPI project that proved effective and likely to be of
prospective use, (b) of those that were not effective and should be changed, and how, and (c) address
the effects of the project s activities on major Peruvian and USAID/Peru msttutional relationships

1.4 The evaluation approach

The evaluation team comprised two members, a development economist and an msttutional develop-
ment specialist, who spent about 15 days m Lima for data collection, analysis and drafting of a work
plan and of the evaluation report Given the tight ume frame for the evaluation, the approach consisted
of 2 combmation of interviews with key informants and review of documentation The team also used
special tabulatuons of charactenistics of PAPI-supported activities from the Insttutional Contractor and
carried out some hmited analysis of the available data The approach reflects the requirements of the
Scope of Work It is further described in the Workplan submutted to USAID/Peru three days after the
team arrved 1n Lima (Annex B)

The team worked with USAID/Peru mn 1dentifying the appropriate key informants, Mission staff set up the
actual mterviews

May 1997 Page 4
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2.0 Achievement of objectives — Performance and impact

21 Design objectives and implementation structure

According to the onigmal Project Grant Agreement, the goal of the Policy Analysis, Planning and Imple-
mentation project was “to bring about economuc stabilization and build the foundation for renewed
growth through improved economuc policies ” Its purpose was “to assist Peru m the development of
sound economic pohcies, facilitate policy dialogue, and strengthen the policy making process ” The
Project Grant Agreement referred to the PAPI project as a “fundamental element of A I D ’s Counternar-
cotics Strategy for Peru ”

The Project Grant Agreement hughhghted the primary objectives of its overall strategy
(1) assist Peru m stabilizing the economy, )

(2) provide the foundaton for sustained economuc growth with emphasis on the productive pri-
vate sector, and

(3) help create viable employment opportunities for disenfranchised, marginal mcome popula-
tions, and for the re-entry of rural workers previously mvolved m coca production mnto the
legal workforce

Thus, the PAPI project was created with the 1dea of assisting the government in achieving the goals of
stabilization, orienting its mitial program of studies toward that purpose The objectives of the govern-
ment focused on correcting price distortions, reducing the negative prospects for mvestment, redefining
the role of the participation of the State m the economy, reestablishing the level of foreign reserves, and
achieving the reintegration of the Peruvian economy into the world financial markets With these meas-
ures the government hoped to create a framework for generating sufficient growth m the medium term
At the ume of the project design, the environment left little doubt as to strategic priories — the ur
gency of the stabihization task overshadowed all other 1ssues

Since then, project objectives have been realigned with USAID/Peru s emergmg Strategic Objectives (see
Annex A) Amendment No 5 to the Project Grant Agreement, signed m March 1995, provides the most
recent statement of the End-of-Project Status (EOPS) sought

e Increased policy analysis capacaty of the public and private sectors

e Major GOP economic and social policy-making decisions influenced by PAPI's technical stud-
1es/assistance

e Improved public-private sector pohicy dialogue

22 Emerging priorities 1n the Government’s agenda

Before we examune the objectives of the PAPI project and the extent to which they have been achieved
we need to consider the project context which has shaped objectives and defined opportunittes and
constramts Peru has undergone profound changes in its economic policies durmg the last six years —
from the more populist policies of the Garcia Admunistration to a greater market approach by the Fup
mon Administration which took office i july 1990

The Peruvian authorities have made significant strides over the past several years by leading the country
back from the chaotic environment of the late 1980s and early 1990s — stabihizing the economy, re-
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storing economic growth, reducing state mtervention 1n domestic marhets, curbing the nternal security
threat of terrorism, and making tangible inroads m addressing the needs of those hiving in poverty

During the first half of the 1990s, Peru expertenced a dramatic turnaround n its economuc perform
ance The end of the preceding decade had been characterized by hypermnflation which contributed to
a sharp drop 1n per capita GDP of some 30 percent, bringing the country back to the level of the early
1960s The economuc program of the mcoming Fujimor: administration sought to correct drastically the
distortions 1n relative prices by lifting price controls and cutting subsidies, to impose fiscal disciplme,
and to pursue monetary polictes aimed at price stabihity A series of structural reforms complemented
the stabilization efforts to improve resource allocation, promote the exploitation of the economy’s
comparative advantage and remove obstacles to private mvestment and economuc growth Structural ad-
justment mcluded the privatization of state-owned enterprises, the hiberalization of trade and financial
markets, the establishment of clear rules of the game for foreign mvestment, and the deregulation of
labor markets

The stabilization program
The princpal fueasures of the government s stabilization program mcluded

¢ The limutation of public expenditures to the level of fiscal receipts and external financing
available, elimmating the domestic financing of the deficit,

e The strengthenmng of tax admmistration, ncluding measures agamst tax evasion and the re-
structuring of the tax system to focus on five tax sources — mcome, wealth, value added, se-
lectively on consumption and imports The creation of the Superintendencia Nacional de
Admimistracion Tributaria (SUNAT) as an independent mstitution 1o strengthen the collec-
ton of domestic taxes was a key element of the reforms Simularly, the customs admmistration
was completely restructured

*  The elimination of subsidies on public services and petroleum products, with the subsequent
liberalization of fuel prices Since the price adjustments m 1990, pricing policy is aimed at
mamtaining levels that reflect real values

¢ The eliminaton of price controls, leaving price determunation to market forces

e The ebimination of restricttons on salarv policies to allow wages to reflect budgetary con
straints

e  The dismanthing of multiple exchange rates and the establishment of a single floating ex
change rate

e  The application of a strict monetary policy aimed at reducing inflation, the gradual remonet:-
zation of the economv and the recovery of net foreign reserves In addition, the government
liberalized nterest rates and itroduced legislaton to prohibit public sector financing by the
Central Bank

These measures have succeeded in triggering an impressive economic recoverv The annual mflation
rate dropped from 7,650 percent in 1990 to 15 percent in 1994, and 10 percent in 1995, according
to recent data, 1996 registered an 11 8-percent nflation rate The recovery also haited the shide i m-
comes Per capita GDP began to mcrease in 1993 at 6 5 percent, and grew at 13 percent in 1994 and 7
percent in 1995 In response to a deteriorating external accounts position in 1995, the authorites
tightened monetary and fiscal policy and economic growth moderated, total GDP growth fell to 2 8 per
cent in 1996, and per capita GDP increased by only 0 8 percent With GDP expected to growth at ap-
proximately 5 percent n 1997 and 1998, accompanied by mnflation m the single digits, sustamnable
growth over the medium to long term appears within reach
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Beyond stabilization

While progress has been impressive, much remamns to be done to raise mcome to earlier levels and be-
yond Estimates for 1994 mdicated that only 17 percent of the Iabor force are adequately employed, 74
percent are underemployed and 9 percent are openly unemployed Moreover, Peru s income distribu-
tion 1s among the most uneven m Latn America The poor, who make up approximately half of the
country’s population, recerve less than one third of the national ncome, the poorest fifth of the popu-
lation recemves only 5 percent of the total mcome

Given the progress on the stabihzation front, other concerns have moved to the top of the government’s
economuic policy agenda, structural adjustment and the fine-tuning of economuc policies, efforts to ad-
dress the employment problem support to social sectors, and public sector reform While the evaluation
team cannot claim any reliable msights into the GOP’s policy agenda, we also noted that decentraliz-
tion 1s receving considerable attention i a number of sectors

Fiscal reforms resulted m mcreased tax revenues, from 4 6 percent of GDP i the first half of 1990 (59
percent n the second quarter of 1990) to 13 percent in 1994 and 13 7 percent in 1995, which of
course 1s st Jow by internattonal standards The target is to raise this percentage to 17 percent within
the next few years A fundamental element of improving tax collection was the mtervention of SUNAT
after the adoption of fundamental reforms that include the simplification of formalities of assessment
and payment of taxes In the case of SUNAT, the PAPI project has assisted with studies concerning the
design and implementation of new approaches to uncover tax evasion, such as a method based on m-
put-output coefficients (znsumo-producto) This method uses knowledge of input requirements in spe-
afic mdustrial production processes to determune whether reported mput costs are reasonable relaave
to production On the customs side, the Superintendencia Nacwonal de Admanistracion de Aduanas
(SUNAD) has also succeeded m improving collection

The rationalization of the public sector made it possible to remn in public expenditures Investment m-
creased from 16 5 percent of GDP in 1992 to 24 percent in 1995, pnmanily driven by private mvest-
ment, while national gross savings mcreased by roughly 5 percentage pomnts

23 USAID/Peru’s evolving strategic framework

As the GOP s economuc policy priorities have evolved over time, so has USAID/Peru’s development strat-
egy This strategy currently comprises four Strategic Objectives (SO) and a Special Objective The Strate-
gic Objectives and the associated Intermedate Results (IR) and their indicators for FY 1997-2001 are
shown m Annex A, but they continue to evolve

The set shown mn Annex A reflects some developments from the one used m recent assessments of the
contribution of PAPI project activities to individual SOs and Intermediate Results in the most recent an-
nual report of the Technical Unit for the period ending March 1997,7 as well as a special tabulation
prepared by the USAID/Peru Project Manager, dated February 5, 1996, the most recent statement of pro-
ject-specific objectives m Project Grant Agreement Amendment No 5 of March 1995 also shows a dif
ferent set of Strategic Objectives 8 The outline of the current structure of the Mission’s Strategic Objec

7 It may not matter all that much but it 1s worth noung that the Techmical Unut, charged with technical gwidance for the PAPI project,
continues 1o work with a set of Strategic Objectves that 1s by now over a year out of date It illustrates the point made below that
momtonng of PAPI project accomplishments 1s not adequately ved into the overall results momtoning of the Mission

8 The Project Grant Agreemeni Amendment bists the following five Strategic Objecuves of the Mission
(1)  Increased parncipation of cinzens in democratic processes
(2) Improved health of high risk populanon

(3) Increased food secunity of the extremely poor
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tives and associated Intermediate Results and their mdicators provides a background for an assessment
of the substantive actual and potental contributions of the PAPI project, given the evolution of the stra-
tegic framework over the life of the project, attempting to trace individual SO/IR-specific results and m-
pacts for each of the activities financed would be mappropriate

2.4 Overall project impacts and achievements

The overview of findings regarding the impacts of the PAPI project, how 1t has affected its context, 1s
orgamzed around the key questions mn the mandate for this evaluation Section 3 addresses questions
related to management and process

2 4 1 Artriculating and implementing policy reforms

On balance, the PAPI project appears to have achieved an impressive record m helpmg GOP entities (as

well as private sector organizations) to articulate, design and implement policy reform measures in a

wide variety of sectors The PAPI project has provided finance and other support to activities ncluding
!

e  exploratory policy studies,

e  preparaton of legislative texts and other implementing documentation,
e  strategic management exercises (msttutional development),

e  both local and external participant tramnmg, and

e dissemmation efforts

On the public sector side, the evaluation team s GOP mterlocutors who had recerved support under the
PAPI project for various activities characterized the contribution virtually unamimously as useful Ac-
cording to these representatives, the PAPI-supported actvity esther enabled the respective GOP entity to
carry out some mtellectual groundwork before launching into new policy mitiatives (e g, articulation
of a comprehensive policy for promoting small and microenterprises®), to meet a particular gap m
terms of expertise or resources to complement a policy program under way (e g , draftng of legislative
or regulatory texts), to tram key personnel m new technologies or approaches, or to develop new pols
cies 1n 4 participatory manner, emphasizing consensus-building activies

We have reached the conclusion of significant contributions by PAPI-supported actvines i full recogm-
ton of the difficulty of attributing broader policy outcomes to specific mterventions Because of this
difficulty, we approached this crucial issue with a considerable deal of skeptcism regardmng asserted
linkages Certainly, some of the claims of policy impacts of PAPI-supported activities in the available
documentation may not be commensurate with the scale of these efforts For example, we suspect that a
$19,000 study of new financial mstruments for the Peruvian secunities market 1s unlikelv to account by
itself for a range of specific market development measures cited in a project report such as !

»  regulanons governing the issue of subordinate bonds (Bonos Subordinados) by banks and
other financial institutions,

(4) Increased incomes and employment of the poor and

(5) Improved environmental and natural resource management
Ths differs from the current set pnrmanly in terms of Strategic Objecuves 3 and 4 whuch now have been combined
9 Cf Lineamsentos Basicos de Polstica para la Promoci6n de la Pequeria y Micro Empresa (MITINCI ppme) December 1996
10.Cf Lmidad Técruca Informe de Sutuacyén de Proyecto PAPI al 30 de Setiembre de 1996 Tomo 1 p 36
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o authorizaton for AFPs to mvest n these bonds,

e regulations governing the issue of Public Treasury Bonds,

o changes n regulations governing mutual funds and their managers,

e changes n the commussion that CONASEV charges,

e provisions regarding ratng organizations,

e  regulations concerning disclosure and continuung responsibilities of share issuers, and
e regulations regarding the treatment of shares 1ssued abroad

While the study may have touched in some form on all of these aspects, it 1s reasonable to assume that
constderable prior and subsequent effort was involved n bringing all of these regulatory actions to fru-
t1on

The preparation and implementation of policy reform mvolves many sources and many actwvities, and
association does not mean causality m achieving certamn outcomes Yet although we still question some
of the more arhbitious claims, we came away from our series of mterviews persuaded that PAPI project
support has made a difference m many nstances i accomphishing policy reform tasks

At the same tume, we also feel that linkages to policy reform have been rather tenuous m some of the
activitites For example, traming of education personnel m the provinces in evaluation techmiques may
be a very valuable complement to other reforms m the education sector, but taken by itself, appears
somewhat removed from the core concerns of the project design In the absence of an approprate stra-
tegic framework, it may be possible to construct a justfication for such actmues, but it remamns difficult
to see how they add up to a coherent whole

2 4 2 The project’s “competitive edge”

In probing on the PAPI project’s “competitive advantage ’ in the eyes of GOP users and decision makers,
we heard 2 remarkably consistent message there are no other funding mechanisms or sources that al-
low for the kind of focused response possible through the flexible PAPI project suppeort structure We
heard two main reasons First, the type of pohicy work that PAPT was designed to support, both analysis
and tramning, often has not recerved sufficient attention 1n program design and funding through the
GOP budget, other donor activities, or other USAID mitiatives ! The PAPI Project has allowed GOP ent-
ties to respond to policy analysis and training needs, such as the preparation of needed legislative texts
or policy articulations, 4s they arose Typical budgeting procedures for the GOP and for donor-funded
actmties preclude such focused responses

A few of the officials we mterviewed mdicated that they mught have been able to fund the particular ac
tivity from other sources, but cited likely delays and relatively cumbersome procedures as obstacles In
this view the PAPI project s approach of examining a particular actvity proposal on its own mernits
rather than within a comprehensive programmatc context, became an advantage It allowed activites to
move forward that had merit in the eyes of the officials concerned, but were not covered in the frame-
work of more comprehensive programs that had funding

In some mstances, PAPI Project support also allowed GOP entities to address policy 1ssues that over-
lapped several program areas, but did not fall completely under any one of them In these cases, Project
assistance allowed for a coherent and comprehensive treatment of cross-cutting tssues

11 As LSAID/Peru s activiies are increasingly orgamzed around Strategic Objectives funding for the typical PAPI Project acuwiies
has become available under each SO
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Second, some of our respondents mdicated that activittes supported by the PAPI Project were criucal in
the early stages of policy formulation, i their gestation period The Project enabled GOP entittes to ex
plore specific pohicy 1ssues before there was any programmatic commutment A “steady-state” budget,
will provide for these kmds of exploratory efforts, but budgets in a period of overall policy reform and
transition are unlikely to meet needs In this context, the PAPI Project support has at times functioned
as “seed money, ’ to prepare and launch programmatic efforts consistent wath policy reforms

2 4 3 Promoting policy dialogue between the private and public sectors

A vibrant market economy depends 1n large part on the ability of the private and public sectors to en-
gage m constructive dialogue, to explore policy options and to ensure participation m the design and
implementation of effective market-oriented pohcies In economies without a strong market tradition,
typically characterized by concentrations of power m whatever private sector exists, relations between
the state and private enterprise are often marked by uneasy accommodation or confrontation rather
than constructive dialogue In the course of economic policy reform, the private sector therefore has to
learn to play an advocacy rather than an adversary role vis-2-vis its public sector counterparts The PAPI
project therefore has devoted a share of its resources (target 20 percent of the total) to help private
sector mnstitutions understand policy issues better, prepare their own analysis of the options on the ta
ble, and present its positions to stakeholders and decision makers i both the public and private sec
tor

For 1ts support to actvities to strengthen the private sector’s advocacy role, the PAPI project has
adopted an approach different from that for public sector actvities It has established a partnership
with CONFIEP as a private sector umbrella orgamization, as 1ts lead counterpart CONFIEP was selected
because 1t represents a broad range of Peruvian business orgamzations Founded on September 11,
1984, CONFIEP currently numbers among 1ts members 21 associations and 88 chambers of commerce
from various provinces, representing some 15,000 enterprises nationwide Given the relative mexpert-
ence of the private sector i articulating policy positions and presenting them in the framework of a
constructive dialogue, the Institutional Contractor has played a more active role n providing technical
guidance, m addition to admimstrative support

From what we have seen and heard, the PAPI project has contributed significantly to strengthening
CONFIEP s performance as an advocacy plaform, establishmg and presenting private sector contribu
uons to the policy debate Under PAPI project sponsorship, CONFIEP has conducted a series of national
seminars on topics such as tax policy, resources ownership, exchange rate policy, unfair trade prac
tices, labor, or environmental issues Many of these seminars or ‘ conclaves have taken place mn the
provinces to support decentralization in the context of CONFIEP’s efforts to strengthen regional private
sector organzations, such as Chambers of Commerce The project also financed a national survey of
some 600 enterprises across the size spectrum on the Perceptions of Entrepreneurs of Structural Re
forms m the Country Thus survey enabled CONFIEP to reach a better understanding of the views of 1ts
constituency on the direction and progress of structural econonuc reforms

CONFIEP does not represent the private sector Its members can have different positions on particular
policy 1ssues Nor does 1t see its role as a lobbying organization Rather, it provides a forum for articu
lating and exploring private sector views and reactions regarding a broad range of economuc policy 1s
sues

Yet while we beheve that the PAPI project has strengthened CONFIEP s leadership role m the pubhc pol-
icy debate, we have few indications that the events supported by the PAPI project themselves have been
occastons for constructive policy dialogue According to our mterlocutors, attendance of public sector
deasion makers at the conclaves has been limited, and therr parucipation in the discussions and de
bates has been negligible Thus pattern has been due to a natural reticence on the part of government

May 1997 Poge 10



Abt Associates Inc Evaluation of the PAP! Project

officials to take positions mn a public forum, but it has also been a consequence of the less than satis-
factory working relationships between the public and the private sector components of the PAPI proj-
ect

2 4 4 Technical quality

We have not had the opportunity nor tme to review any of the studies or other documents prepared
with support from the PAPI project mn any detail In our mterviews, however, we found general satisfac-
tron with the technical quality of the studies and other actvities supported by the PAPI project There
were a few exceptions when the responsible government officials expressed some reservations about the
outcomes of a particular actvity In these cases, they assumed responsibility for the outcome, since they
had been mvolved m the selection of the consultants In one or two mstances, our imterlocutors blamed
USAID regulations (essentially the practice of basing remuneration on salary history) for forcing them to
settle for “second best ” We have no bass for judgmg these claims, but prudent contracting procedures
often mvolve tradeoffs between quality and price Moreover, USAID regulations require suitable justfica-
tron of proposed fees and set ceilings on these — something that often seems to cause confusion and
consternationan countries m which USAID 1s active

2 4 5 Integration with USAID/Peru’s policy agenda

The design of the PAPI project predates the establishment of the Strategic Objectives and Intermediate
Results framework In addition, this strategic framework has been evolving which makes for a
(somewhat) moving target Even so, it 1s reasonable to expect that a policy-oriented project be respon-
swve to the strategic priorities of USAID/Peru within the overall policy priorities of the Government of
Peru

There are a number of documents purporting to show the contribution of the PAPI project actmties to
the achievement of USAID/Peru s Strategic Objectives Even so, our discussions with Mission personnel,
especially the Strategy Objective Team Leaders, suggest that these contributions have been almost seren-
dipitous, rather than the result of a coherent effort to leverage the PAPI project s resources in pursuing
Strategic Objectives Overall, SO Team Leaders mdicated that tme constraints and work pressures usu-
ally limited their ability to conduct a thorough apprarsal of requests for PAPI project support The PAPI
team has ated the lack of mputs and comments from the SO teams as a problem As a result, we found
relatively little awareness of any relevant accomplhishments under the PAPI project

In at least one mstance, the Mission found out that it was supporting two similar efforts i the same area
(environmental policy), one through the PAPI project, the other with SO-specific resources Unfortu-
nately, the two activities approached the problem in different ways, presenting the GOP with two mcom-
patible approaches to strengthening the environmental policy framework. According to the SO Team
Leader, efforts to bring the PAPI-supported activity in line with the Mission’s policy agenda in this criti-
cal area falled We understand that the GOP opted to pursue the approach proposed by the consultants
working directly with the Mission s SO Team " Another study fit much better mto USAID/Peru s enw-
ronmental policy agenda An assessment of the * Environmental Impact of the Fisheries Sector,” con-
ducted for the Minustry of Fisheries, provided the basis for provisions concerning environmental protec
tzon 1n 2 new General Fisheries Law (R M 208-96, dated April 5, 1996)

In another case, a PAPI-supported actvity did provide a valuable complement to the Mission’s policy
dialogue with the GOP The PAPI project financed a comprehensive review of the country Sanitary Code

' The PAPI Project Manager noted that the PAPI consultants are currently working with the GOP on the implementation of pro-
posals
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This review resulted i improvements m the legal framework The Code now meets modern standards,
facilitating better sanitary control Simularly, the PAPI project supported an assessment of approaches to
focus basic social expenditures i the health sector, a topic of mterest to both Strategic Objectives #2
and #3

In the area of microenterprise development, a particular concern for SO #2, the PAPI project allowed
for some programmatic follow-up to policy articulation (see example in Section 2 4 1) The PAPI proj-
ect financed a study on ‘Strategies for the Development of Mechanisms for Subcontracting and Forming
Consortia” as an approach to enhance the performance of small and medum-sized enterprises (SMEs)
m production and marketing, mcluding exports The study formed the basis for proposed legislation to
facilitate and support these mechanisms Previous legisiation did not grant the kind of legal protection
to consortia of SMEs needed for engagmng effectively m export markets

One cross-cutting theme in the activities supported by the PAPI project, both on the private and the
public sector side, has been decentralization, a major 1ssue under Strategic Objective #1 Several of
these activities have reached out mto the provinces, m support of decentralization programs Yet we
found little m(;lcanon that these efforts were considered as significant i the pursuit of the Mission’s SO
#1

In terms of the mtegration of the PAPI project mto the Mission’s overall performance monitormg system,
our reading of the indicators for each of the Strategic Objectives and their Intermed:ate Resuits, and
cross-referencing them with the outcome measures for PAPI-supported activities that we have seen, sug-
gests few if any direct linkages We believe, though, that potential linkages exist, especially m such areas
as Intermediate Result #1 3 (Local governments more responsive to constituents), IR #2 2 (Increased
market access for the poor), IR #2 5 (Increased production/productivity), or IR #4 5 (Sound environ-
mental policies established and effective legislation enacted) Incorporating these hinkages nto the
PAPI project monitoring system requires of course that the project uses the current set of Strategic Ob-
jectives and indicators As we have noted, the Technical Unit, charged with technical direction and
oversight, 1s currently working with a set that 1s about a year out of date

While significant linkages to the Strategic Objectives and Intermediate Results exist, we are also struck
bv the fact that a number of activities supported by the PAPI project, mcluding actmties now under way
(such as traiming mn educational evaluation), do not appear to fit well mto any of the Strategic Objec
tives or Intermediate Results

Overall, the project’s wide range of activities makes some significant contribution in the pursuit of Stra
tegic Objectives of course almost mevitable Yet we believe that more proactive management 1s required
to ensure that project activities fully reflect the strategic priorities of the Mission within the broader
framework of the GOP s development pohicies We understand that the project is now placed withun the
context of SO #2, to us, that focus is appropriate and fully consistent with the thrust of the policies pur
sued by the Peruvian authorities

2 4 6 End-of-Project Status

Amendment No 5 to the Project Grant Agreement confirmed a set of ambitious objectives for the end-of
project stams — improved policy analysis capability, impacts on mayor economuc and social policy de-
asions, and improved private-public sector policy dialogue

It 1s difficult to ascertam whether capabilities for policy analysis have improved By definition, capabih-
ties refer to potenual, whether latent or realized In terms of performance in policy analysis, we have
found some indications of gains within the context of the project itself We were told that the number of
requests for assistance has mcreased significantly, and that their quality has improved These trends ap
pear to consttute prima jacte enidence for some achievements on the first EOPS criterion that may be
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attributable to the project However, over the six years of the PAPI project s existence, much has
changed m the public and private sector environment Many of these changes, exogenous to the proj-
ect, may have put greater pressure on performance m the design and implementation of policies

In terms of impacts on major economic and social policy decisions, we see some accomplishments, as
outlmed mn Section 2 4 1, although we need to stress again that one cannot unequivocally attribute
broader policy outcomes to particular mterventions The PAPI project has moved away somewhat from
the ‘major economuc and social policy decisions, and has focused more on the ‘working level” policy
implementation The participation of several of the key economic decision making bodies, such as the
Mnsstry of Economy and Fiance and the Central Reserve Bank, in project-supported activities has been
neghgible in recent years This evolution reflects both shifting policy concerns, with an effective
macroeconomic policy framework now m place, and mcreased access to other sources of funding for
broader development policy analysis and design

Impacts on major economic and soctal policy decisions have also been held i check by the somewhat
disjomted nature of the activities supported by the PAPI project The selection of actvity requests has
put httle emphasis on programmatic consistency 2nd coherence over tume This policy does not appear
to reflect any mherent project constraint, but has emerged from the way the project has been managed
As a result, there has been hittle follow-up that mught have contributed to deepening or broadening pro-
ject impacts in one particular area of economic or social policy

The PAPI project record m improving the private-public sector policy dialogue 1s not convincing, as
discussed above In our view, this outcome 1s largely a consequence of the structure and internal dy-
namucs of the PAPI project

2.5 Conclusions

Conclusion #1 The project has contributed appreciably to the design and implementation of policy
reform

Conclusion #2 The project has enabled GOP entities to address issues and needs that were difficult to
deal with under other funding vehucles, and has offered a flexible and quick-response mechanism for
responding to these needs that 1s rare n the panoply of support options

Conclusion #3 The project has contributed to the emergence of a private sector advocacy role, but has
faled n establishing a satisfactory dialogue between 1ts own private and public sector activities

Conclusion #4 On the whole, project activities have been technically sound

Conclusion #5 Project activities have not been sufficiently integrated mto the overall pursust of policy
priontes within the USAID Mission

Conclusion #6 The PAPI project’s achievements m terms of its EOPS critena (outhned in Amendment
No 5 to the Project Grant Agreement) have been uneven
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3.0 Organizational structure, management and imple-
mentation

3.1 Management structure of the PAPI project

3 1.1 The original structure

When designed i 1990, the PAPI project placed coordination of public sector actvities within the Of-
fice of the Secretary General of the Presidency of the Republic, with support of 2 Peruvian Techmical
Unit, and placed coordination of activities to support private sector mitiatives with the National Confed-
eration of Private Sector Institutions Under the 1990 Project Grant Agreement, the PAPI project was to
have two Peruvian implementing agencies A Technical Unit, under the supervision of the SGPR, was to
serve as the implementing agency for project technical support to the public sector, while CONFIEP was
to be the implementing agency for project actmties m the private sector

In addition, m order to 1dentify needs and approve requests for assistance from public sector entities,
the structure also provided for an Intermmnsterial Commuttee for Economic and Financial Affairs, which
was 1o be responsible for approving the TU’s quarterly and yearly plans Furthermore, the project design
mcluded the estabhishment of a consultative council comprising the Secretary of the Office of the Presi-
dent, the Prime Minuster or hus representative, the Vice Mimister of Economy, the Head of the National
Planning Insttute, the Manager of the Central Reserve Bank, the President of CONFIEP, and the
USAID/Peru Mission Director

3 12 Early tmplementation structures

The PAPI project officially started m March 1991, counting on the admunstrative support of USAID/Peru
and the head of the TU In order to avoid a delay n project start-up due to the absence of the Institu-
tional Contractor — the Developmg Economies Group was not selected as the IC until March 1992 after
an extended process — budget elements were re-aligned to temporarilv provide technical assistance
through a Direct A1 D Implementation line item

Through this budget line, the project mually financed studies requested by the Miustry of Economy
and Finance and approved by the SGPR and the CIAEF with the technscal support of the TU * In adds-
tion, funds were directed to the private sector through CONFIEP Moreover, some traming activities took
place m late 1991 and early 1992

After the IC was chosen, key personnel were to have arrived at post n June 1992 However, before DEG
staff arrived, the pohtical events of April 5, 1992, the closing of Congress, led to a suspension of US
government-lo government assistance to the GOP This delaved the start up of project actvties under
the IC Nevertheless, the project continued to support private sector iutiatives through CONFIEP, using
the remaimung funds 1n the Direct A I D Implementauon budget line, which at that pomnt were very hm
ited During this period, the TU supported the Project Coordimator in the follow-up and evaluation of
these studies Limited traming was provided with the Direct A1 D Implementaton funds to support the
GOP’s privatization process and to advance the economic research of the Congress, as well

In December 1992, USAID/Washmgton approved resumpuon of full implementation of the project
through the IC The IC s Deputy Chuef of Party was hired, but due to security concerns of the US Embassy

¥ We understand that this was the onlv ume that the CIAEF met
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m Peru, the IC Chuef of Party was unable to obtam clearance for permanent residence m Peru unti Sep-
tember 1993 The tramnmng officer of the IC also began work n September 1993

In 1993 (30 July), USAID/Peru 1ssued Project Implementation Letter (PIL) No 8 which changed key
elements of the project structure It effectively eltmmated the CIAEF as the oversight mstitution The
CIAEF had only met once, i April 1991, and had not fulfilled 1ts intended function Its mactivity had
become somewhat of a roadblock, since workplans requured its approval The envisioned Consulting
Council never met and the National Planning Institute eventually broke up, with its functions dmided
between the MEF and the Secretariat of the Presidency

313 The TU vs. the IC — 1993-95

Implementation of project activities accelerated n late 1993, as all IC adwisers were finally m place, and
as there was no longer 2 need to wait for CIAEF approval However, questions as to what the role of the
IC was as compared to the role of the TU created friction which m turn affected the work under the
project

The Institutional Contractor, contracted by USAID/Peru under full and open competition n accordance
with USAID’s procurement regulations, was to provide the required technical support services, and was
to be also responsible for managing project resources Therefore, although 1t was clear that the IC
would handle the management of the project’s budget, there was a lack of clanty regarding which tech-
mcal functions the IC would undertake and which would be the responsibility of the TU PIL #8 (issued
on 30 July 1993, that is, before the arrival of the IC’s Chief of Party) m effect had given the Technical
Unut the lead responsibility in reviewing and prioritizing requests, leaving the Institutional Contractor
primarily with admimistrative responsibilites However, the contract with the IC was left unchanged until
Amendment No 5 1in 1995 Thus, for two years the TU and the IC vied for the technical lead responsibil-
ity, each based on a document 1ssued by USAID/Peru providing contradictory guidance " Largely as a
result of these internal struggles, the technical resources offered under the contract were underutlized

The 1990 Project Grant Agreement stated that the responsibilities of the Technical Unit were to

»  Assign techmcal personnel from requesting institutions to work as counterpart to the IC con-
sultants on each specific study,

*  Review the final draft of the studies prepared by the IC to verify comphance with the terms of
reference,

e  Conduct meetings and seminars for government Minustries to discuss the studies and propose
follow-up actmues for traming and information dissemination, and

»  (Coordinate with government agencies and the Instututional Contractor all support required to
carry out the project This support will be geared to specific studies, other technical 1ssues
and tramnmng

" Asfar as we can determine PIL #8 was never countersigned by the Government of Peru In a memorandum dated September 10
1991 the LSAID Project Manager Ena Garland informed the head of the Technical Unit Clara Ogata de Kanamon: that PIL #8 had
been eliminated because of the missing GOP counter signature ( LaPIL8  fue ehminada automducamente cuando no fue
firmada por el Gobierno Sin embargo la AID prefiere tener los resultados de la evaluacién antes de emitr une aueva PIL ) Fol
lowing the mid course implementaton review the Misston negotiated Amendment No 5 which n effect confirmed the changes
introduced with PIL #8 Amendment No 5 then formed the basis for a contract modificanon According to USAID the PIL was con
sidered valid { estuvo activa ) because i1t had been prepared at the request of the SGPR
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The Project Grant Agreement also said that * the IC together with the techmcal unit will complete the
terms of reference for the study submutted by the CIAEF and the SEP [later referred to as the SGPR] 1t
continues, saymng

e The IC will select the appropriate consultants for the study and submut corresponding resu-
mes for the consideration and approval of the SEP Fmnal decision on the selection of the
most appropriate consultant(s) for performance of the study will, under the terms of the mst-
tutional contract, be that of the IC

e The IC will carry out the study with the support of the technical counterpart provided by the
SEP This team will also recemve support from the Liaison Officer of the organization that re-
quested the study

e The IC will be fully responsible for the quality of the study carried out by the contracted tech-
mical experts However, the final draft of the study will be reiewed by the SEP to verify the
study’s comphiance with the terms of reference, and to certify the overall quahty and applica-
bihity of the analysis before submutting the final product to the requesting orgamizanon

However, becduse of the absence of an IC m the early years of the project, the TU temporarily had been
charged with greater techmical responsibility than ongmally envisioned m the Project Grant Agreement
This may have added to the resulting confusion regarding the technical role of each of these entities,
remforced by PIL #8 To some degree thus situation resulted m a battle of wills * between the TU and IC
m late 1993 and in 1994 Ths, m turn, resulted n frustraton on the part of IC and TU staff, delays m
the selection of actvities to fund, delays m the production of terms of references (TOR), and a degree
of confusion on the part of users

Furthermore, the IC was not staffed optimally to handle the heavy adminstrative burden of the project
The staffing was more geared to a technical/policy advisory role rather than the adminstrative and proy-
ect management role Therefore, there was a relatvely steep learning curve regarding USAID procedures
and regulations for the IC residents beginning m 1993, USAID personnel expressed their concerns and
mndicated that they spent considerable ime and effort to bring the IC up to speed This resulied in
slower contracting of consultants and other administrative delays

3 14 The IC and CONFIEP

Meanwhile, the relationship between the IC and CONFIEP seemed to work smoothly The 1990 Project
Grant Agreement mndicates that ‘ the lead private sector counterpart entity will be the National Confed-
eration of Private Sector Institutions (CONFIEP) CONFIEP, through its Executne Board, will be respon-
sible for generating and screening project requests for technical studies and tramning assistance
CONFIEP, as the most broadly represented private sector organization in Peru, 1s capable of providing
the required back-stop support needed to effectively implement project acuvities and disseminate proj
ectresults (Amplified Project Description p 4)

The IC was to provide the private sector counterpart with technical and admimstrative support It per
formed both these roles and, due to the lack of human resources in CONFIEP and a lack of clear objec
uves for the private sector side of the PAPI project delineated by the Project Grant Agreement, the IC
provided a relatively great degree of techmical guidance regarding activities to be undertaken

315 Amendment No 5

A mud-course evaluation (or management review) of the PAPI project was carried out m August 1994
This evaluation determined that the technical capabilites of the IC staff were not being taken advantage
of to their best degree and that there was little technical contact between the I{ and government Mims
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tries, that the project s admimstrative procedures were complex, and that the project lacked strategic
focus, among other findings The evaluation also raised questions about the relatively high overhead on
activiies financed through the IC The management review recommended refocusing the project on new
policy priorities, primarily linked to employment concerns, and simplifying admmistrative procedures

In March 1995, the PAPI project was extended to March 31, 1997, and 1ts PACD was then subsequently
extended to June 30, 1997 With the extension approved m 1995, several changes were made to the
project, basically reflecting the changes already mtroduced mn PIL #8 These modifications gave the TU
more power and virtually sole control over the technical aspects of the public sector side of the project,
even though USAID retains some mnfluence In addition, individual activites involve counterparts
(coordmnators) representing the respective governments agencies Meanwhile, the IC's role was reduced
— 1ts technical functions with regard to the public sector were stripped and 1t retained only an admm-
1strative support role as well as the responsibility of managing project resources The IC’s role with re-
gard to private sector actvities did not change As stated by Amendment No 5, dated March 1995, the
TU’s principal functions and responsibilities are to

. In c90rchnaﬁon with the USAID/Peru Project Manager, analyze and prioritize proposals sub-
mitted by the GOP,

e In coordination with the USAID/Peru Project Manager, and the requesting agency, review and
complete terms of reference for specific project techmical assistance and tramming events,

e In coordination with the requesting agency and the USAID/Peru Project Manager, review and
approve the consultant work plans,

e Assign technical personnel from requesting mstitutions to work as counterpart(s) to consult-
ants on specific studies,

*  Review the final draft studies to verdy comphance with the terms of reference,

e Conduct meetings and seminars for government Munustries to discuss studies and propose fol-
low-up actvities for traming and dissemmnation, and

e Coordmate with government agencies and the IC all support required to carry out the project
Thus support will be geared toward specific studies, other technical 1ssues and traming

Amendment No 5 also defined specific positions within the project structure The head of the TU is
Project Coordinator The Project Officer and Project Manager are both located in USAID The Project
Officer, a US Direct Hire, was to be responsible for providing guidance as needed on policy as well as
on administrative aspects The Project manager, a Foreign Service National, 1s responsible for overall
project management, provides technical and admunustrative backstop support for the Mission, and
serves as USAID haison with the IC and the TU The IC s Technical Adviser/Econormist 1s to act as adviser
to the Project Manager on technical 1ssues

Thus, the TU has remamned the implementing agency and also has assumed the role of the technical
support and review entity for public sector activities CONFIEP has remamed the implementing agency
for private sector activities The IC has provided technical support to CONFIEP and has provided admm-
1strative support to both implerenting agencies Nevertheless, there is no structure or individual,
whether m USAID/Peru, the SGPR, the TU, CONFIEP, or the IC that provides overall strategic guidance or
long-term planning for the PAPI project
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32 Efficacy of organizational structure

In terms of financing activities for a large number of GOP entities, the PAPI project has been successful,
and has been able to work with and implement studies and trainmg actvities for a variety of public sec
tor organizations

3 2 1 Public sector participation

Overall, public sector participation m the project has been spread broadly Some 21 Minustries, agen-
cies and entiies have carried out activities supported under the PAPI project Figure 3 1 prowides a
summary overview of the distribution of the funds spent under the project on public sector activities
across major sectors of government actvty !5

However, as 1t currently stands, the organizational structure of the project hinders project implementa-
tion By separatng adnumstrative and technical functions to such a hugh degree m public sector actm-
ties, budget approval and thus approval of project activities 1s slowed as 1s the contracting of consult-
ants While s tion of technical and administrative per se can be a useful device from a control per-
spective, 1t creates a potential for friction and resultant mefficiencies unless there 1s an adequate level
of trust and cooperation among the entittes responsible for each The structure of the project that
evolved over time represents an uneasy compromise between maintainmg adequate fiduciary oversight
over the use of US government funds to ensure compliance with all apphicable laws and regulations and
the desire to leave control over the substantive use of these funds in the hands of the GOP If direct
management of all administrative tasks and mdvidual contracting actions by USAID is not an option
because of lmuted staff and resources, admmustrative oversight 1s most easily handled through contrac-
tual mechamisms which establish clear responsibiliies and standards for the contractor We are not
convinced that the solution for technical direction that evolved in the PAPI project is the most appro-
priate option The TU represents an entity of unclear standing that 1s neither under the direct oversight
of USAID nor formally an integral part of the GOP

3 2 2 Project management structure

Chents of the PAPI project for public sector acuvities have mdicated that m most cases, the only indi
vidual related to the project with whom they have contact 1s the head of the TU They work with the TU
to refine proposals requesting project support, and then if their proposal is selected for financing by
the TU and USAID/Peru, they work with the TU to develop the TOR The TOR are then submutted to the
USAID/Peru Project Manager for approval If approved, this TOR, with a budget and a hst of the chient s
and TU’s suggested consultant(s) are delivered to the IC and to USAID/Peru The IC then reviews the
budget and makes adjustments to direct cost line 1tems based on experience and market queries Be
cause the IC has not been included m the work sessions with the TU and chent, the chent feels that the
IC does not understand their objectives or the financial needs of the technical work Indeed, some have
indicated that the TU understood their necds while the IC did not There have been some allegations
that budget control measures by the IC affected the TOR We have not been able to substantate these
claims, but are aware that the IC has been under considerable pressure i fact largelv from the TU, to
hold costs down, and therefore has been tnmmung fat from proposed budgets

1> The allocauon among the major sectors was somewhat arbitrary basically tahing different GOP entnes and assigming them to one
of four categonies  Socal — Mimstnies of Educauon of Jusuce of Health of the Presidency and of Labor  Productive — Minus
tries of Agniculture of Mines and Energy of fishenes and MITINCI  Financial — COFIDE COMNASEV SAFP and Economic —
Minsstry of Economy and Finance COFOPRI INDECOPI Congress Foreign Service PCM SGPR SUNAD and SUNAT
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Meanwhile, staff of the IC have indicated that they see the TU as having specifically “forbidden” them to
meet with public sector chients Such a provision, whether real or perceved, makes 1t difficult to clarify
musunderstandings and reach common ground Both the TU and IC are a part of the PAPI project and
should be viewed as such They should work together as a team

With regard to selecting and contracting consultants to do the work, many of the clients do not seem to
understand USAID contracting procedures They expect, and at tmes demand, that the consultants they
have suggested will be chosen to perform the work and are upset by the IC’s requesting biodata sheets,
salary history and the hike (per USAID requirements) When consultants do not agree to or cannot pro-
vide the requested documentation and are therefore disqualified, the chients seem to blame the IC
There is a disconnect between USAID/Peru, the IC and the TU, and clients do not seem to understand
the relationship between the three Thus has particularly been the case smce Amendment No 5 Clients
of activities implemented prior to 1995 have mentioned meetings held with USAID/Peru representatives,
IC staff and TU staff, and have mdicated that the process of TOR and budget approval and contracting of
consultants was relatively smooth However, for those activiies implemented after Amendment No 5, the
complamts from clients have been consistent —there 1s too much bureaucracv This frustration holds
true for those clients that have had a relatively high degree of contact with USAID/Peru staff, as well

32 3 Policy dialogue and USAID/Peru policy agenda

The project management structure and the mternal frichon among its elements has undermned the po-
tential of the PAPI project as a vehicle for USAID/Peru policy dialogue with the GOP Most public sector
chents have httle if any contact with the USAID/Peru Project Manager or Project Officer under the proj-
ect, and do not seem to be aware of USAID/Peru’s objectives or policy agenda Their primary contact is
with the TU, whuch 15 consistent with the Project Grant Agreement Amendment No 5 As described later,
the procedures used for selecting activities to finance also hmit USAID/Peru s role i supporting policy
reform 1n Peru m areas that the Mission has 1dentfied as priorities

3.3 Working relationships

The relationships between Implementing Agencies, the IC, USAID/Per, the SGPR and chents vary —
some are strained, some unequal, some non-existent, and some good In general, the relatonship be
tween the IC and TU 1s strained Prior to the 1995 Amendment to the Project Grant Agreement, there
were arguments over technical roles and authority Followng the Amendment, which placed an mordi-
nate amount of control under the TU, arguments continued Although there are regular meetings be-
tween the IC and TU, the relationship remains stramed According to the IC, their staff have repeatedly
been mstructed by the head of the TU not to meet with government clients or to call them directly, and
to copy the TU on any correspondence between the IC and chents regarding administrative matters
Meanwhile, clients at times have sensed animosity between the TU and IC, and have indicated that the
communication between the two entities 1s poor

The relationship between the IC and CONFIEP 1s good Commumnication is regular and there is a high
degree of cooperation m implementing activies

With regard to the relationship between the TU and CONFIEP, there is little communication, but what
hittle there 1s seems strained as well According to CONFIEP, they attempted to have an information-
sharing work sesston with TU to see if they could work together on activities promoting public-private
sector dialogue, however, they felt that they shared their plans and information but that the TU provided
nothing n return and did not seem open to mvolving CONFIEP n their actvites Meanwhile, the Head
of the TU has said that the TU offered to provide technical assistance to CONFIEP but that CONFIEP re
jected therr offer CONFIEP has also indicated that the head of the TU has not wanted them to meet with
public sector entities regarding private sector activities
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According to the SGPR, they currently have hittle input nto the day-to-day operations of the PAPI proj-
ect, but rather rely on the TU for this function Therr relations with USAID/Peru and the TU are good,
but hmited m the context of the project

The relationship between the TU and the USAID/Peru Project Manager (and Project Officer before) has
become rather meffectual Due to mstances m the past when the head of the TU contacted the Mission
Director to resolve problems or speed up procedures rather than gomng through the Project Manager or
Project Officer, current USAID/Peru staff related to the project apparently prefer to avoid confronting
the head of the TU when problems arise USAID/Peru staff now seem to have little control over the direc-
tion of the project

Meanwhile, the relationship between USAID/Peru and CONFIEP 1s positive, although direct contacts
seem to be himited largely to discussions of proposed actvities Since the IC technical adviser 1s working
closely with CONFIEP m developing programs and activity proposals, and a]so serves as technical adviser
to the USAID Project Manager, communications are good

Fmnally, public sector chients have mdicated that therr working relationship with TU has been smooth,
that they have had litle or no contact with the IC, and that what litle contact they have had with
USAID/Peru has been fine However, they have all indicated that they do not understand the relationship
between TU, IC and USAID/Peru, and that having to work with the three entites complicates the process
The private sector clients have primarily been participants in trainmg, or have been trade associations
that have requested studies on 1ssues pertaimng to their sectors These chents apparently have worked
well with CONFIEP

3.4 Adequacy of human resources/infrastructure

Project-financed human resources are not being used properly The entire staff of the TU 1s financed by
the project, yet in addition to representing USAID/Peru and the project to the Government of Peru, the
TU represents the Government to USAID/Peru Furthermore, despite therr professional and academic
qualifications, the two economusts on the staff of TU have virtually no contact with project clients and
are not used to give direct technical assistance to these clients In fact, they have been excluded from
meetings or work sessions with these clients The head of the TU has mentioned that admunsstrative
support withm the TU 1s madequate *

Human resources on the government side include the tme of activity counterparts or coordinators We
have come away from our discussions that most of them have been actively nvolved in preparing and
conducting the activities

The staff of the IC 1s also project-financed After the 1995 Amendment, the staffing profile of the IC was
modified to reflect its administrative role This change improved adminsstrative functions and reduced
the time of consultant contracting The human resource levels within the IC are currently adequate for
project management that 1s for managing the flow of funds and contracting duties ' Also human re
sources seem adequate for the hmited technical role that the IC has been held to However, we should
note that we do not see an overwhelming case for bringing 1n expatriate advisers to handle admunistra-

' Any inadequacies or weaknesses in the adminustrauve area withun the TU apparently were not a problem when the TU offered
CONFIEP to prowde adminustratve and technscal support to the private sector component of the project

' We should note that there are differences of optnton about the adequacy of resources for contracung tn 1ts comments the TU has
expressed dissausfacuon with the speed of contracung which could be read to imply that the resources of the IC should be up-
graded At the same ume the IC feels that the ume required for contracting 15 adequate The ume we had in the field was not sufficzent
1o carrv out the detasted review of contracung tustonies to adjudicate between these claims
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tive tasks, although their involvement and oversight provides a greater degree protection agamst polio-
cal pressures n contract negotiations ™

None of the staff of CONFIEP are paid by the project However, one member of CONFIEP spends the ma
jorty of her me on the project handling logistcs and management functions Thus staff member 1s an

economust, but 1s unable to provide day-to-day policy gwmidance on project proposals or actviies under-
taken

The PAPI project currently has a USAID/Peru Project Manager, but no Project Officer Furthermore,
USAID/Peru lacks a Program Economust who could provide general policy analysis and gwidance
Meanwhile, the Project Manager 1s charged with handling both adminustrative and technical functions,
and therefore has little tme to devote to the latter

The strict dvision of powers as well as the division between public sector and private sector activities
results mn an mefficient use of human resources More people are needed than would otherwise be nec-
essary if the project were more mtegrated If there were one team providmg technical and administrative
support, commumcation would be facilitated, less tme would be spent on formal meetings, and there
would be fewer nfrastructure needs Whale separating technical and adoinistrative functions may have
some advantages m terms of control purposes, 1t does create a potential for mefficiencies of friction ex-
1sts between the entities responsible

As for mfrastructure, the office space for each of the units seems adequate However, since each entity is
housed 1n a different part of the city, communication 1s not as easy or constant as 1t could be Comput-
ers and Lotus Notes have been mstalled in the TU, CONFIEP, USAID/Peru and the IC However, the IC 1s
the only entity which actually inputs data mto Lotus Notes and shares it Furthermore, reporting formats
of the TU and IC are different and do not immediatelv match up CONFIEP makes use of the IC’s reports

35 Adequacy and appropriateness of procedures

3 5 1 Activity selection procedures

Two channels exist for the selection and prioritization of requests for public sector actvies The first 1s
the ronda system, under whuch the SGPR mwites every six months requests for support from govern-
ment agencies The second channel is the so-called fast-track system, used m mstances requiring im
mediate turnaround because of the critical and tme-sensitive nature of the activites This channel has
been used i a number of cases

In general, procedures used under the project have resulted in studies and traming that address short-
term prionty policy concerns of the GOP and the private sector However, the studies and training are
often isolated events, and although they may fit into the programs of individual ministnes, there 1s not
an overall coherence to the activities Furthermore, an issue raised by several clients has been the lack
of follow-up studies or tramning to remnforce prior actvities financed by the PAPI project Internal con
sistency or coherence 1s less of an 1ssue 1n the case of CONFIEP, which 1s a single entity working in a

programmatic context
Many of the public sector users we talked to cited the mabulity to count on follow-up and complemen

tarv activities as a drawback of the procedures used Once an activity is completed, requests for follow
up activities are submutted along with other agencies proposals in the semiannual * ronda.” Because

* This argument 1s aksn to that underlving the current trend toward independent procurement agents used in World Bank and
other projects The main difference here are the relauvely small amounts involved
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they are competing with many others, chents have few assurances, if any, that their proposals for follow-
up actuvities will be selected for funding

Thus feature 1s rooted m the project design, which emphasized support for short-term small activities,
rather than a programmatic pursuit of selected priority areas The actmties supported are ntended as
“seed actvities, to facilitate progress and to leverage resources for policy implementation We believe
that ttus design feature does not offer the best route to ensuring impact The worldwide experience in
policy reform teaches us that focus and consistency are key mgredients m achieving the greatest impact
for any given effort

Clients have indicated that the process of submitting proposals 1s 2 smooth one They receive sufficient
assistance and seem to understand the process Furthermore, chents seem pleased with the speed with
which proposals are selected, and say that the length of the review and selection process compares f2-
vorably to that experienced with other financing sources Nevertheless, they do not understand the
process of selecting proposals for funding They are aware that they are competing with other potential
chients, but are not fully aware of the selection criterta Since only the “winners™ are notified, and the
“losers” do no recerve the written justfication for the rejection of their requests that the project design
asked for, they can only infer the selection criteria used

3 5 2 Selection criteria

It 15 not apparent that there are clear selection criteria that are followed The TU prioritizes proposals
recerved, taking mto consideration the quality of the proposals, the general fit with the project’s objec
tives (whuch are broad), and the relative importance of the issues addressed by the proposal i the
opinuon of the TU and SGPR Thus bist is then dehvered to USAID/Peru, which then determines which
proposals fit best within the Mission’s SOs and withm the general objectives of the project USAID/Peru
and the TU then negotate to determine the final set of actvties to be financed by the project. There
fore, the actmties selected are acceptable to both the GOP and to USAID/Peru, but there is no strategic
framework which guides ther selection

3 5 3 Contracting procedures

The procedures used to prepare TOR seem to work smoothly, however, adjustments could be made
which would speed the process and result in a better product Clients whose activities have been se-
lected for financmg prepare TOR and a list of possible consultants and submut these to the TU The
head of the TU and the two economists on staff then review the TOR and suggest improvements and re-
finements Chents have said that therr meetings with the head of the TU to discuss changes have gone
well, however, sometimes the TOR has to go through a couple of revisions The TU staff economists are
not included 1n meetings with clients and therefore cannot ask chents directly what their overall objec-
tves are If the economusts were given the opportunity to meet with or call chents to discuss their TOR,
thev could more easilv help the chent revise the actity terms of reference to result n better more use
ful studies and traming sessions

USAID also has mputs mto the TOR before they go to the IC The Project Manager on many occasions
has suggested modifications in the TOR before the actvity could be approved

Completed TOR with budgets and a st of possible consultants are submitted to the IC As discussed
earhier, the IC works 1o refine the budget based on 1ts estimate of costs However, the IC does not meet
directly with public sector clients As discussed before, this slows the process to some degree and also
results in some negative feelings from the clients The clients do not understand the relationship be-
tween the TU and IC and do not have contact with the IC, and therefore do not understand why a
budget discussed with the TU 1s not approved as is Furthermore, as was discussed earlier, clients seem
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to expect that the consultants they have suggested during the consultant selection phase will be hired to
perform the work and do not understand the requrements of the contracting process Because the IC
has a greater degree of communication with CONFIEP, these same problems do not seem to arise on the
private sector side

In general, chients seem satisfied with the products dehvered, whether they are studies or tramning actv-
ties Some clients get mvolved to a greater degree than others with the supervision of the actvities The
TU and CONFIEP also supervise activities — monitormg studies and trammg sessions and reviewing the
results Although USAID/Peru eventually receves all of the final studies, the studies are not always delv-
ered immediately and 1n some cases, parts of the studies are declared confidential or “reserved” by the
TU and are not forwarded In addition, USAID/Peru 1s not equipped to review many of the final products
and mstead rehes on the satisfaction of the chents and implementing agencies Furthermore, many of
the SO team leaders within USAID/Peru do not seem aware of project studies and training activities un-
derway or of past project actvities which affect ther areas of mterest, although the PAPI Project Man-
ager sends them the proposals for comments

The public and private sector users or chients of the PAPI project seem to be pleased with the project as
a source of fudding and believe that study findings and training or dissemination actvities have been
valuable A repeated complamt is the lack of follow-up — because these clients compete with others
for funds, follow-on studies or tramnng are not assured or even hikely USAID’s influence on the project
activities 1s minimal and there 1s no overall program or strategic plan guiding which policy issues are
addressed and how Over the last year or so, the project has been placed under SO #2, and the SO
Team discusses the appropriateness of the PAPI activities according to the SO mandate We consider
that a step m the night direction, but 1t appears to be reactive, rather than proactive gumidance

36 Conclusions

Conclusion # 7 The project has mvolved a broad range of GOP entities

Conclusion #8 The project structure 1s complex, even after the attempts at streamlining under Amend
ment No 5, and 1s confusing for the executing agencies

Conclusion # 9 The structure of project implementation has impaired USAID s participation i policy
dialogue

Conclusion # 10 Poor communication between members of the PAPI team has reduced the efficacy of
the project and has resulted n poor morale USAID contributed to the confusion by isswing a Project
Implementation Letter that entailled a major realignment of responsibilities without modifying the tech-
nical assistance contract accordingly As a result, for almost two years two project entities — the TU and
the IC — could point to a mandate from USAID for having the lead responsibility on technical issues

Conclusion # 11 The management of project funds as a semiannual sweepstakes or competition has
severely impaired the ability to use project support in a programmatic fashion (for example, combinmg
research, traimng, consensus building and dissemunation) The result has been a collection of a fairlv
large number of (mostlv) useful activities, but a coherent thrust that would opumize policy impact has
been lacking

Conclusion # 12 There 1s no clear strategic framework or specific critena used for the selectuon of ac
tvities to be funded within the context of the GOP s overall development pohcy prionties
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4.0 Lessons learned

41 Rationale

Lesson #1 A project providing a flexible quick-response mechamsm to allow government agencies to
address criucal 1ssues as they arise in the process of articulating and implementing policy reforms 1s a
valuable element of overall development assistance

Lesson #2 Properly used, such a project can advance USAID/Peru’s policy reform agenda by address-
g priorities withmn selected Strategic Objectives, and complementing policy work within Strategic Ob-
jectves by focusing on cross-cutting themes and areas of common priorities If the necessary process of
review and guidance across various Strategic Objectives 1s too cumbersome and meffective, given time
and resource constramnts within the SO Teams for such functions, a focus on a single Strategic Objective
18 essential

4.2 Procedures

Lesson #3 This type of project places a premium on strategic management procedures to ensure a
common understanding of priorities and procedures among all participants Smce policy priorities
change over time, especially in a period of rapid transition, such a project needs a built-n capability to
review specific objectives and areas of concentration, and revise them as necessary on a continumg ba-
sis Without this capability for strategic management, objectives once appropriate may no longer apply,
allowing for a softening of the project focus, and the possible mclusion of activities that may be valu-
able, but do not reflect current policy priorines

Lesson #4 To realize the potential of such a project as a vehicle for strengthening its policy dialogue
with the GOP and advancing its pohicy agenda, USAID/Peru needs to mamntam direct control over what-
ever structure is used to set and momtor substantive direction for the project, and to ensure adequate
human resources for both techmcal and admimistrative tasks A hands-off” approach entails the risk of
spending assistance resources on actvities that relate marginally to the Mission strategy Relying primar
ily on USAID-funded counterparts for strategic leadership complicates matters, because that group 1s
nexther fully part of the GOP structure, nor subject to USAID oversight The project management struc
ture that has emerged under the PAPI project has proved meffective for promoting USAID/Peru-GOP pol-
icy dialogue

Lesson #5 Ifa ronda system 1s used in this type of project (1 e, selection of activities from requests
after solicitation), proactive outreach 1s required to encourage submussions that reflect policy priorities,
and to make certain that potential applicants have a clear understanding of these prionities and the as
soctated selection criteria

Lesson #6 Even in a ronda system, a mechanism should be put m place to allow for more program-
matic support (follow-up or the combination of research, traming, consensus buwilding and dissemina
tion) m appropriale situations

Lesson #7 Technical guidance and monitoring as well as administrative guidance should be straight-
forward and simple, thus reducing costs and confusion and facihtating better internal commumcations
and closer monitoring by USAID/Peru

Lesson #8 In the Peruvian context, funding public and private sector actvities under one Project
Grant Agreement, but separating the entities supervising the activities, has the potential of creating fric
uon and hampering rather than promoting constructive policy dialogue between the two partners That
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may be less of an 1ssue if both techmcal direction and admumstration are more closely controlled by
USAID/Peru 1tself
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ANNEX A

USAID/Peru’s Strategic Objectives, Intermediate Results and

Indicators»

Strategic Objective No 1  Broader Citizen Participation in Democratic Processes

Indicators

Intermediate Result 1 1

Indicators

Intermediate Result 1 2

Indicators

Intermediate Resulf 1 3

Indicators

Intermediate Result 1 4

Indicators

() Percent of ciizens that are active members of at least one cvl society
organization

(b) Valid votes cast as a percent of eligible voters m elections

(c) Percentage of citizens satisfied with their opportunities to participate in
decision making at different levels of government

More effective national institutions
(1) Percent of citizens who believe that elections have been free and fair

(2) Percent of citizens who feel that key national mstitutions are effecuve
Greater access 10 yustice

(1) Percent of catizens who believe that the judiciary 1s responsive to their
needs and demands

(2) Change m State Department Human Rights Report assessment
Local governments more responsive to constituents

(1) Percent of citizens who believe that local government is responsive to
their needs and demands

(2) Percent of local governments’ development programs developed with
popular participation

(3) Percent of local governments holding regular public town meetings and
budget hearings

Citizens better prepared to exercise rights and responsibilities

(1) Percent of atizens who are aware of functions of key mstiiions

(2) Percent of citizens who are aware of basic rights and civic responsibihi-
ties

19 Cf USAID Country Development Strategy for Peru FY 1997 FY200! As we were conducung thus evaluauon, USAID/Peru was
completng 1ts R4 report, which may include some updates and modificanons The indicators correspond to 2 prehminary verston
and are therefore lihely 10 be modified

May 1997

Poge 26



n

Abt Associates Inc

Evaluation of the PAPI Project

Strategic Objective No 2  Increased Incomes of the Poor

Indicators

Intermediate Result 2 1

Indicators

Intermediate Result 2 2

Indicators

Intermediate Result 2 3

Indicators

Intermediate Result 2 4

Indicators

Intermediate Result 2 §

Indicators

(a) value of expenditure per capita of the poor
(b) Percent of poor and extremely poor m the population

Improved policies

(1) Percent of government budget directed to the poor

(2) Legislation/regulations faciitating access by the poor to productive re-
sources/opportunities

Increased market access

(1) Number of new markets for selected products

(2) value of sales of selected products

(3) Volume of sales of selected products

(4) Number of microenterprises established/strengthened

improved capacity of the extremely poor

(1) Percentage of households m extremely poor districts with unsatsfied
basic needs

(2) Number of nutriionally at-risk children in targeted feeding programs
showing positive growth trends

Strengthened orgamizational outreach

(1) Number of organizations with management systems in operation
(2) Level of organizational efficiency

(3) Level of organizational effectiveness

(4) Degree of service delivery

Increased production/productivty

(1) Percent change in vields per ha of selected small farmer crops
(2) Cost of production per unit of output in microenterprises
(3) Percent of target population using technical inputs/technologies

Strategic Objective No 3 Improved Health, including Family Planning, of High-Risk Popu-

lations
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Indicators

(2) Infant mortality rate

(b) Under-five mortality rate
(c) Maternal mortality ratio
(d) Total fertility rate

Intermediate Result 3 1

Indrcators

Intermediate Result 3 2
Indicators

Intermediate Result 3 3

Indicators

Intermediate Result 3 4

Indicators

People take appropriate preventive actions

(1) Immunization coverage of under-ones by type of vaccine

(2) Immunization coverage of women m high-risk areas who recetve two
doses of tetanus toxoid vaccme

(3) Contraceptive prevalence rate
(4) Condom distribution and purchase

(5) Proportion of pregnant women who benefit from at least four prenatal
care Visiis

(6) Incaidence of key emerging diseases

People iake appropriate promotive actions
(1) Couple-years of protection
(2) Duraton of exclusive breastfeeding

(3) Percentage of children aged 6-9 months who recerve two daily rations
of appropriate weaning foods

People take appropriate curative actions

(1) Case fatahty rate of cholera

(2) Infant deaths due to acute respiratory infections in health facilites
(3) Maternal mortality ratio m health facilities

(4) Treatment of gemtal tract infections

Sustasnable institulsons and operations are in place

(1) Policy reforms

(2) Percentage of targeted personnel from USAID priorty targeted regions
that are tramed in key primary health care interventions

(3) The successful implementation of a2 permanent m-service training sys
tem for the Mmustry of Health

(4) Number of days of stock-outs of contraceptives
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Strategic Objective No 4  Improved Environmental Management in Targeted Sectors

Indicators

Intermediate Result 4 1

Indicators

[ntermediate Result 4 2

Indicators

Intermediate Result 4 3
Indicators
Intermediate Result 4 4
Indicators
Intermediate Result 4 5

Indicators

Intermediate Result 4 6

Indicators

(a) Percentage of public that perceives effective actions have been taken to
mprove ENR management

(b) Protected areas management mdex

(c) Percentage of sohid waste properly disposed of mn legal sanitary landfills
m Lima

(d) Percentage of industrial plants that have adopted value-added pollution
prevention measures

Inststutsonal capacsty of the GOP and private 3ecior strengthened

(1) Effectiveness score for GOP and CONAM capaaty n terms of ENR policy-
making and implementation

(2) Number and type of policy research 1ssues carnied our, discussed 1n
public fora, widely disseminated, and policy proposals developed by private
sector mstitutions

(3) Number of strategic plans, vision statements, or policy proposals devel-
oped through participatory workshops of targeted cvil society groups

Mobilizing public support for environmental tmprovements

(1) Percentage of people who understand and are concerned about pollu-
tion prevention and sustamable management of natural resources

Innovative technologres tested through prlot projects

(1) Pdot projects related indicators

Cost-effecirve sustainable practices adopted

(1) Specific practices rephicated or adopted within a larger universe
Sound policies established and effective legislation enacted

(1) Effectiveness score of ENR policies established and legislation enacted
with substantial and extensive participation of cwl society

(2) Percentage and number of targeted policies and legislation overiaps,
inconsistencies and gaps elimmated by the mnter ministerial coordinating
body

(3) A Nauonal Environmental Plan established with public and private sec
tor consensus

Other donor intestments increased

(1) Amount of other donor ENR activity investment
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Special Objective

(2) Percentage mcrease mn funding allocated by COP and other donors to
PROFONAMPE

Reduce Illicit Coca Production in Target Areas in Peru

Indicators

Intermediate Result 5 1
{

Indicators

Intermediate Result 5 2

Indicators

Intermediate Result 5 3

Indicators

Intermediate Result 5 4

Indicators

Intermedsate Resull 5 5

(a) Number of coca hectares in production m targeted areas
(b) Volume of coca leaf production n targeted areas

(c) Number of communities commutted to support alternative development
efforts in target areas -

Increased income and employment from licit economic actwiiies 1n target
areas

(1) Number of full-time job equivalents generated
(2) value of production of legal agriculture crops
(3) Vvalue of production of off-farm actvities

Improved quality of hife in targeted areas
(1) Percentage of population mn target areas with access to basic services

(2) Percentage of local governments 1n target areas implementing projects
with ciizens participation

Increased awareness of damages caused by drug production and use

(1) Level of drug awareness 1n target areas

(2) Number of commumty groups engaged m drug preventon activities in
target areas

(3) Percentage of Peruvian who think that drug producuon, trafficking and
abuse is a major problem for Peru

Suppressed narcotscs trafficking through law enforcement and interdic-
tion efforts

(1) Price of coca products in target areas
(2) Volume of cocaine base mobilized

(3) Reduced availabihty of processed coca products or unprocessed coca
leaf destined for processing to drug traffickers

(4) Serzure or destruction of dlicit drugs and chemucals used for their
processing

(5) Arrest and mcarceration of major drug traffickers
Increased other donor and GOP actwities in alternative development
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Indicators

(1) Amount of GOP Public Treasury funds budgeted for target areas
(2) Amount and number of new other donor actmties

(3) Percentage of target areas mcluded m geographuc focus of multilateral
development bank projects

(4) Completion and presentation of GOP National Alternative Development
Strategy
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Annex B — List of individuals with whom the Team met

USAID

Eric Zallman, Mission Director

Jorge Alarcén, PAPI Project Manager

Mirram Choy, PDP Staff/Evaluation Officer

Jaime Correa, Project Development Officer

Walter Raffo, Security Officer

Eduardo Albareda, MSP Coordinator, ORD/PENRD

Joseph Lomba{rdo, PDP Chuef

Harry Wmng, Chief of ORD

Susan Brems, Chuef of Office of Health, Population and Nutrition
Luis Semmario Carraso, Public Health Assessor m office of Health
Stan Stalla, Chief of Office of Local Government and Alternative Development
Alan L Dawis, Chuef of Environment and Natural Resources Office

Jeff Borns, Chuef of Office of Democracy

Arturo Bricefio Lira, former USAID Economist

Ena Garland, former PAPI Project Manager

Secretariat of the Presidency
Ing Jose Kamiya Teruya, Secretary General of the Presidency

Technical Unit

Clara Ogata de Kanamori, Chief of Technical Unit
Lourdes Coll, Economic Specialist of Technical Unit
Flena Fsparza, Fconomic Specialist of Technical Unit
Guillermo Runciman, former Chief of Technical Unit

Institutional Contractor

Carlos Gasco, Chief of Party

Jorge Vega, Deputy Chief of Party and Economust
Danuel Schydlowsky, Chatrman of the Board of BIDE
Roxana Barrantes, former training specialist
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CONFIEP

Manuel G Llosa, General manager of CONFIEP

Eduardo Devota Achd, former General Manager of CONFIEP
Carola Leon Pittman, Manager of Studies and Projects

Public Sector Clients

Mara Esther Cuadros, Ministry of Education
Gustavo Yamada, Mimstry of Work

Carlos Paredes Salazar, COFIDE

Nancy Torrejon Muiiante, Mmstry of Education
Cesar Palomm:), Minsstry of Education

Victor M Loyola Rosario, MITINCI

Francisco Martinott Sormant, Programa de Pequefia y Micro Empresas
Ivin Mifflin Bresciany, Programa de Pequefia y Micro Empresas

Fernando Zavala, INDECOPI

Ernesto Franco, INDECOPI

Geoffrey Cannock, OSIPTEL

Jorge Melo-Vega Castro, OSIPTEL

Cesar Guadalupe, SUNAT

Fitima Ponce former MEF staff

Eco Carlos Guerrero Lopez, CONASEV

Mario Cardenas Diaz, CONASEV

Willtam Arteaga Donayre, Ministry of Agriculture
Neride Sotomarino Maturo, Ministry of Economy & Finance
José Valderrama Le6n, Ministry of Economy & Finance
Consultants

Gabriel Ortz de Zevallos, Executive Director of APOYO
Rosa Ana Balzacar, Director of Projects, APOYO

Luis Paz Silva, Sector Agroindustria, PROMPEX

Dr Jawier Escobal. GRADE
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